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Targeting Segments of the Consumer Market 
Genesbo’s strategy for growth is based on 
marketing.ta selected segments of the market for. 
footwear and men’s apparel. The computer aided 
design on the cover graphs the market in three 
dimensions using demographic and psychographic 
Information and shows how four of Genesco’s 
brands define their market segments. 
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1981 


Genesco Inc. 
Annual Report 


Financial Highlights 


Years Ended July 31 

1981 

1980 

1979 

Net sales 

$662,490,000 

$637,695,000 

$662,485,000 

Pretax earnings 

26,098,000 

10,679,000 

478,000 

Earnings (loss) before 
discontinued operations 
and extraordinary credit 

12,748,000 

5,200,000 

(6,442,000) 

Net earnings 

18,063,000 

4,698,000 

12,239,000 

Primary earnings (loss) per 
common share; 

Before discontinued operations 
and extraordinary credit 

$ .75 

$ .16 

$(.79) 

Net earnings 

$1.16 

$ .12 

$ .69 


The Business of Genesco 

Genesco’s business is primarily in two areas: 
footwear and men’s apparel. Genesco is one of 
the largest footwear manufacturers in the United 
States and Canada. Its plants make shoes and 
hosiery for men, women and children as well as 
certain footwear materials and components. 
Company products are sold under various brand 
names and under the private labels of some 
customers. The company also has 1,134 shoe 
stores and leased shoe departments in the U.S. 
and Canada. Products sold in these locations 
come from the company’s own plants and from 
other domestic and international resources. 


Genesco’s men’s apparel operations produce 
tailored clothing and jeans and slacks. Genesco 
is one of the largest manufacturers of tailored 
clothing in the U.S. In addition, the company has 
a 12-store chain of men’s specialty stores in 
Florida. 

In total Genesco has some 18,000 employees. 
The company is an equal opportunity employer. 

Clothing and shoes are one of the three basic 
necessities. Genesco’s operations compete with 
domestic companies and imports from around 
the world to supply the North American market. 
Exports are a small percentage of sales. 
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1981 


Genesco Inc. 
Annual Report 


Chairman’s 

Report to Stockholders: 

I have been told that if a Chinese wishes you ill 
he will say to you, “May you live in interesting 
times.” I don’t know who said it to all of us, but 
the times sure are interesting. 

In such times, I think it important that as much 
stability be built into an organization as possible. 
One way to do this is to ensure the orderly 
succession of management. 

We were very fortunate last year to attract as 
president Dick Hanselman, who has done an 
excellent job of managing the operations of the 
company and has been accepted by the whole 
management as a leader in every sense of the 
word.! consider his acquisition one of the most 
important the company ever made. 

I have recommended, and the board has agreed, 
that he should be elected to the position of chief 
executive officer at the December board meeting. 

I will stay on as chairman to assist Dick in every 
way I can in managing the company in the same 
excellent way that he has the operations. 



Chairman 



John L. Hanigan, Chairman, and Richard W. Hanselman, 


President’s Report to Stockholders: 

In fiscal 1981 your company earned $18,063,000 
or $1.16 per common share on sales of 
$662,490,000. This compares with $4,698,000 or 
$.12 per share on sales of $637,695,000 the 
previous year. I am pleased with the earnings 
improvement. However, much remains to be 
done. 

There were significant accomplishments in 1981. 
First, the organization was restructured to be 
more responsive to our markets. Second, our 
management team was realigned. Key positions 
were filled both from internal and external 
sources. Third, the company’s operations were 
further consolidated. Roos/Atkins and S.H. Kress 
were divested. Although there is some real 
estate left to be sold, all operations have been 
terminated. Post Drugs was sold, as were four 
men’s specialty store groups. Two women’s 
footwear units were merged to create a larger, 
more viable operation. 
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1981 


Genesco !nc. 
Annual Report 


As Genesco enters fiscal 1982, its operations are 
focused in two primary areas: the $18 billion 
footwear market and the $11 billion men’s 
apparel market. Both are mature, growing at 
about 2% annually in real terms, and both are 
highly fragmented. In this environment, the key 
to success will be effective marketing supported 
by efficient, tightly controlled operations. 

A frank assessment of the company at the end 
of fiscal 1981 reveals strengths on which we can 
build and weaknesses to be eliminated. 
Genesco’s size compared to others in our 
industry offers a potential competitive advantage. 
However, we are not yet in a position to support 
an aggressive growth mode for the total 
corporation. The markets we serve offer 
opportunities, but our overall market share is 
quite low. The company’s earnings have 
improved significantly, but our working capital 
efficiency is half its potential. Our Canadian 
footwear retail operations have achieved a 
significant market position. This has been 
accomplished by developing attractive, high 
value two gender lines. In the U.S., we have 
improved our men’s business, but much remains 
to be done before we have an equivalent thrust 
in the women’s market. Our manufacturing plants 
are capable of producing high quality products 
competitively. On the other hand, our 
management information systems capability 
needs to be significantly upgraded. We have the 
ability to make quality jeans and slacks, but our 
brands are weak. Finally, we have some 
outstanding people in our organization, but we 
need more. The challenge will be to develop 
those we have and create an environment that 
will attract and retain an outstanding 
management organization. 

As we enter fiscal 1982, the external 
environment is a concern. International frictions 
will create tensions and uncertainty. In our own 
industries, imports will continue to challenge us 
to improve our marketing skills and our 
productivity. 


Internally, the weaknesses I outlined create a list 
of tasks for us to address in this new fiscal year. 
We must continue to improve earnings. We need 
to resolve the current complexity of our footwear 
retailing operations. We will continue to develop 
our management team, staffing from the outside 
when necessary. Our systems are being revised 
and upgraded. Finally, we must begin to grow 
again, but that growth will be controlled. 

Looking beyond fiscal 1982, we have established 
a number of objectives to be achieved before the 
end of the decade. Quantitatively, our goal is a 
25% pretax return on assets and a 12% pretax 
return on sales. We expect to earn a significant 
share of those market segments in which we 
choose to compete. At the same time, our goal is 
to produce positive cash flow from operations to 
finance the company’s growth and reduce our 
debt. 

Qualitatively, Genesco must earn a reputation as 
a professionally managed company and a 
preferred place of employment. At the same 
time, we intend to be a good corporate citizen, 
sensitive to the needs of our customers, 
suppliers, employees and the communities in 
which we operate. 

These goals are ambitious. They will take hard 
work, careful planning and time to achieve. The 
management of your company at all levels is 
committed to achieving them. 



Richard W. Hanselman 
President 
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Targeting Segments 
.of the Consumer Market 


Genesco has set challenging goals for itself. In 
order to achieve them, we are moving rapidly to 
become a marketing-driven company serving 
carefully selected segments of the footwear and 
men’s apparel markets, primarily with branded 
products and stores. 

Building Marketing Skills 

During the year, the company’s organization was 
restructured to be more effective in anticipating 
the desires and needs of the consumer. We 
have staffed the organization with managers who 
have a marketing orientation, both by promoting 
from within and recruiting externally. As the 
company grows, more such managers will be 
needed. 

To provide them with the consumer research 
needed to make strategic decisions, we have 
brought in an experienced professional to head a 
new department of business information. Utilizing 
a number of resources, he is directing research 
into consumer lifestyles, attitudes and trends. 

Another area of marketing receiving attention is 
advertising. Genesco’s spending for advertising 
and promotional activities has been some $6.5 
million annually. In the past, however, 
responsibility for these activities was divided 
among a number of advertising agencies whose 
efforts were not coordinated. To make our efforts 
more effective, we have consolidated most of our 
advertising with the J. Walter Thompson agency. 
This wiil give us the opportunity to apply proven 
marketing techniques to the footwear and men’s 
apparel business, and to become more 
aggressive in our communications with the 
consumer. 

Branded Marketing 

Genesco’s first priority is to build its brands. Our 
strategy is to develop those brands which have 
already gained consumer recognition, targeting 
them to carefully chosen segments of the 
market. When new market segments are 
selected, existing brands may be re-targeted or 
new ones created. The following are several 
examples of how brand marketing to selected 
market segments is being applied at Genesco. 



The most popular fashion look today is the 
Western or cowboy look. Genesco was already a 
resource for Western boots with its Laredo line. 
But our research showed a void in the market for 
all-leather boots in the mid-price range. The 
same research also identified the emergence of 
a new consumer—the “open collar worker”—who 
has adopted Western boots to wear for work and 
wants a well-made, authentic Western boot at an 
affordable price. Moreover, this new consumer is 
likely to continue to wear Western boots after the 
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Targeting Segments 
of the Consumer Market 


fashion-oriented consumer has gone on to the 
next style. 

To serve this segment of the market, Genesco 
introduced the Laredo Silver Collection. 
Averaging about $100 at retail, the boots are 
supported in advertising using country and 
western entertainer Jerry Reed as spokesman. 

Of equal importance was the decision to target 
the channels of distribution for Laredo. Today, 
almost every store that sells footwear offers 
Western boots. But when demand subsides, the 
open collar worker is expected to go back to 
Western stores, which have always been the 
main source of authentic Western wear. 
Therefore, Laredo has concentrated on these 
stores in its sales efforts. By offering them 
sen/ice and delivery, Laredo hopes to build a 
base of business for the long term. 

In fiscal 1981 Laredo was Genesco’s fastest 
growing footwear brand. Sales increased some 
50%, and the year-end backiog of orders 
approached 90 days. 


Camp offers hosiery 
with fashion/name 
acceptance. 


Camp has successfully marketed quality hosiery 
for years, primarily through men’s specialty 
stores. While this has been a good business for 
Camp, the opportunity for growth was limited 
because such stores have diminished in number 
in recent years. (Genesco has divested all but 
one of its men's specialty store chains.) Our 
research showed that, in order to grow, Camp 
had to sell to major department stores. But these 
stores already had established hosiery 
resources. 

Camp’s solution was to introduce several lines of 
designer hosiery, including socks for women. 

This gave the consumer a distinctive, 




Camp designs branded 
hosiery to fit different 
lifestyles. 

recognizable product with fashion/name 
acceptance. Camp now offers the Christian Dior, 
Anne Klein and Jordache lines, in addition to its 
already established Camp and John Weitz 
brands. 

Today, Camp brands are featured in most 
leading department stores, and Camp’s sales 
were up 18% in fiscal 1981. 



Colours targets the 
business executive on 
his way up. 


Greif, a manufacturer of men’s better tailored 
clothing, is recognized as an industry leader. Its 
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Targeting Segments 
.of the Consumer Market 



Greifs newest living 
label is Polo 
University, designed 
for the prep school and 
college-age man. 

introduction in 1975 of “living labels” designed 
for selected lifestyles established Greif as an 
innovative marketer, in the last six years the 
division has more than doubled its sales volume. 

One reason for Greif’s success has been the 
offering of additional “living labels” as it identified 
new markets. In 1981, for example, Greif was 
selected to make and sell Polo University, a 
collection of suits, sports coats and slacks for the 
prep school and college-age man. Polo 
University and Chaps, both inspired by Ralph 
Lauren, have proven to be very successful. 

Another important entry has been the 
introduction of a line under the Colours label. 

This line, designed by Alexander Julian, features 
distinctive styling with fabrics not usually found in 
the moderate price range. Retail acceptance of 
the Colours line has been excellent, and unit 
sales have increased 64% this year. 


Johnston & Murphy 



Genesco’s highest quality shoe brand is 
Johnston & Murphy. J & M manufactures top 
quality men’s footwear and markets it through 
leading specialty and department stores as well 
as in its own stores and leased departments. 

The challenge facing J&M is to take full 
advantage of its strong consumer franchise. It is 
doing so in several ways. From a small base, 
J&M is aggressively expanding its own retail 
network, opening 18 stores in fiscal 1981 alone. 
At the same time, it significantly improved the 
performance of its 62 existing stores and leased 
departments. As a result, J&M’s retail sales 
jumped 33% during the year. 



Johnston & Murphy’s 
reputation for quality 
is well established. 
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Targeting Segments 
.of the Consumer Market 


J&M is also strengthening its wholesale 
operations. Sales efforts for its line of dress and 
casual shoes have been improved by the 
introduction of a sophisticated order entry and 
inventory system. Its golf shoe program has 
received new impetus from the addition of a 
manager solely responsible for this area. Most 
recently, J&M has begun to explore the 
possibility of offering footwear designed for the 
career woman. The growing number of women 
choosing business and professional careers will 
require quality footwear appropriate for the office. 
J&M is testing a collection of shoes for this 
segment designed to be attractive and feminine 
while still businesslike. 

New Marketing Opportunities 

As we build on our strengths, we are also 
researching new opportunities. In footwear, the 
company has established men’s and women’s 
venture marketing groups. Working with our 
business information department, these groups 
watch for emerging trends which may create new 
market segments. They also explore new or 
alternative channels of distribution. J&M’s testing 
of women’s footwear is one project inititated by 
venture marketing. Another, which is already in 
operation, is in cleated athletic shoes. 

The athletic shoe market is mature and diverse, 
but there are still emerging opportunities. Soccer 
and its need for a cleated athletic shoe presents 
such a challenge. It is currently the fastest 
growing sport in the U.S. The market for soccer 
shoes is already measured in the millions of 
pairs, and that market is growing in real terms at 
a rate of 10% per year. 


For these reasons, Genesco acquired certain 
assets of Mitre Sports (U.S.), giving us exclusive 
rights to manufacture Mitre soccer shoes and 
market them along with Mitre balls and related 
athletic equipment in North America. Mitre soccer 
shoes and equipment are used by amateur and 
professional players around the world, and Mitre 
soccer balls are the “game ball” in over 80 
countries. Plans are under way to make Mitre 
one of the leading brands serving this rapidly 
growing market. 

Srowth through Marketing 

We recognize that new ventures necessarily 
entail higher risks, and that some of these efforts 
will not succeed. We can reduce the risks, 
however, through careful research, test 
marketing, and attention to detail. Those that 
succeed will open up important opportunities for 
Genesco. 

While the outcome of any one effort cannot be 
guaranteed, we are confident that this approach 
to growth through market segmentation is the 
key to success in the markets we serve. 
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Review of Operating Results 
and Financial Condition 


Results of Operations 

Dollar sales of the Company’s products by 
ongoing operations increased in 1981 after a 
decline in 1980. Unit sales of footwear increased 
in 1981 because of increased sales of private 
label footwear, permitting the Company to better 
utilize its manufacturing capacity. Unit sales of 
footwear declined in both 1979 and 1980. Dollar 
sales of men’s apparel declined in both 1981 and 

1979 compared to the prior year while increasing 
slightly in 1980. Unit sales declined in each of 
the three years. These declines are the result of 
a decision to shrink the Company’s branded 
fashion jeans business and reposition it to serve 
primarily better department and specialty stores. 
An additional factor was a softening of the 
private label jeans business with chain stores. 

Operating income of ongoing operations has 
increased significantly in each of the last two 
years (a $3.3 million increase in 1980 and an 
additional $14.9 million increase in 1981) even 
though sales have remained essentially the 
same. The primary reasons for these increased 
earnings are improvements in operating margin 
(sales less cost of sales and operating 
expenses) from 5.2 percent of sales in 1979 to 
7.7 percent in 1981 and reductions in interest 
expense from $16.5 million in 1979 to $13.4 
million in 1981. The Company’s U. S. footwear 
manufacturing and wholesale marketing 
operations and its men’s apparel operations 
made significant contributions to the 
improvement in operating margin. These 
improvements are attributable to increased prices 
as well as better utilization of plant capacity. 
Higher prices and margins for U. S. footwear 
manufacturing and wholesale branded products 
resulted in part from a shift in product mix. 

Although the Company’s Canadian footwear 
operations continued to be highly profitable, their 
1981 operating margin decreased as a 
percentage of sales from both the 1979 and 

1980 levels. A weakening Canadian economy 
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Review of Operating Results 
and Financial Condition 


adversely affected the Company’s ability to pass 
cost increases along to the consumer. In 
addition, two chain retailers in which one 
Canadian division had been successfully 
operating leased shoe departments went out of 
business, resulting in sizeable losses for that 
division in 1980 and 1981. 

The reduction in interest expense, during periods 
of record high interest rates, are the result of 
reduced borrowings mainly because of cash 
provided by the disposition of discontinued 
operations. 

Corporate expenses are up $2.9 million over 
1980, of which $1.0 million is a provision against 
1981 earnings for the anticipated effect on 
earnings of a proposed settlement of certain 
iitigation (See Note 16 of Notes to Consolidated 
Financial Statements). 

For a discussion of the effects of inflation on the 
Company’s operations, see Note 19. 

Liquidity and Capita! Resources 

To improve the clarity of its financial statements, 
the Company began including in its 1981 
consolidated financial statements the accounts of 
Genesco Financial Corporation, a wholly-owned 
subsidiary engaged in the business of financing 
customer obligations of the Company (Note 1). 

The Company’s financial condition continued to 
improve in 1981. Working capital increased $6.7 
million to $180 million and the ratio of current 
assets to current liabilities increased from 2.4 to 
2.7. This was accomplished through a $13.3 
million increase in working capital provided by 
continuing operations and through approximately 
$11.3 million of working capital provided by the 
sale or liquidation of discontinued operations. It 
is anticipated that working capital needs for 1982 
will be greater than working capital provided by 
ongoing operations. While the Company expects 
additional working capital to be provided in 1982 
from the disposal of real estate of discontinued 


operations, there is no assurance these 
transactions will take place. 

In 1982, the Company is anticipating capital 
expenditures to be approximately $7.5 million for 
new retail stores and renovations and $10.5 
million for manufacturing equipment and other 
items. Payments on long-term debt are expected 
to be $9.7 miliion and payments on capitalized 
lease obligations to be $3.4 million. In addition, 
the Company has agreed to settle certain 
litigation which, if completed, would result in a 
cash payment of approximately $8 million in the 
fall of 1981 (Note 16). Accounts receivable and 
■inventories at July 31, 1981 were $36 million 
higher than at July 31, 1980. However, accounts 
receivable and inventory turns, computed by 
using average month-end amounts, increased 
over 1980. Accounts receivable and inventory at 
July 31,1982 are expected to be higher than 
1981 levels. Continued improvement in accounts 
receivable and inventory turns are also planned. 

The Company’s short-term borrowing 
arrangements with commercial banks (Note 6) 
are expected to be sufficient to meet 1982 cash 
needs not provided by either operations or the 
disposal of real estate of discontinued 
operations. 

From 1983 through 1985, the Company has a 
total of $82 million of long-term debt maturing. In 
fiscal years 1983 and 1984, approximately $15 
million of regular payments on long-term debt are 
due each year. Payments on long-term debt 
amounting to $52 million must be made in fiscal 
1985, of which $42.8 million relates to final 
payments on certain debt issues due in August 
and December 1984. It is expected that most of 
this long-term debt will be refinanced and the 
Company is currently exploring the various 
financing alternatives available to it. 
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Management’s Responsibility 
for Financial Statements 


The consolidated financial statements presented 
in this report are the responsibility of 
management and have been prepared in 
conformity with generally accepted accounting 
principles applied on a consistent basis after 
restatement for those changes in Note 1. 

Some of the amounts included in the financial 
information are necessarily based on estimates 
and judgments of management. 

The Company maintains an internal control 
system designed to provide, among other things, 
reasonable assurance that transactions are 
executed in accordance with management’s 
authorization and recorded and reported 
properly. An integral part of the control system is 
an internal audit program which regularly reviews 
the internal control systems of the Company and 
coordinates its activity with the examination by 
the Company’s independent accountants. There 
are limitations inherent in all systems of internal 
control and the Company weighs the cost of 
such systems against the expected benefits. 

The financial statements have been examined by 
our independent accountants, Price Waterhouse 
& Co. Their primary role is to render an 
independent professional opinion on the financial 
statements to the extent required by generally 
accepted auditing standards. Their examination 
includes a study and evaluation of the 
Company’s accounting systems and internal 
controls sufficient to express their opinion on 
those financial statements. 


The audit committee of the board of directors, 
composed entirely of directors who are not and 
have never been employees of the Company, 
meets regularly with management and the 
Company’s internal auditors and independent 
accountants to review reports on compliance with 
accounting controls and Company policies, 
auditor selection, audit scope and results, fee 
arrangements and other matters of interest to the 
audit committee. The internal auditors as well as 
the independent accountants have full and free 
access to the audit committee, and meet with it, 
with and without management present, to 
discuss matters of interest to the committee. 


In its corporate policy on ethical business 
conduct, the Company has stated its intent to 
maintain the highest level of legal and ethical 
standards in the conduct of business activities. 
The Company annually reaffirms this policy to all 
employees to assure a constant awareness of 
the high standards which each person is 
expected to maintain and receives signed 
statements from all management employees 
confirming their compliance with this policy. 




Vice President—Finance 
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Report of 

Independent Accountants 


trice _ 

\A/aterhouse &,'Od 


August 26, 1981 

To the Board of Directors and Stockholders of 
Genesco Inc. 

We have examined the consolidated balance sheet of Genesco Inc. and its 
subsidiaries as of July 31, 1981 and 1980, and the related consolidated statements of 
earnings and accumulated deficit, of additional paid-in capital and of changes in 
financial position for each of the three years in the period ended July 31,1981. Our 
examinations were made in accordance with generally accepted auditing standards and 
accordingly included such tests of the accounting records and such other auditing 
procedures as we considered necessary in the circumstances. 

In our opinion, the consolidated financial statements examined by us present fairly the 
financial position of Genesco Inc. and its subsidiaries at July 31, 1981 and 1980, and 
the results of their operations and the changes in their financial position for each of the 
three years in the period ended July 31,1981, in conformity with generally accepted 
accounting principles applied on a consistent basis after restatement for the changes, 
with which we concur, described under the caption “Accounting Principles Changes” in 
Note 1 to the financial statements. 
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1981 


Financial Statements 
Genesco Inc. 


Consolidated 

Balance 

Sheet 


Total current assets _ 284,426,00 0 298,269,000 


Investments and long-term receivables 

Plant, equipment and capitalized lease rights (Note 5) 
Deferred note expense 

Fixed assets of discontinued operations (Note 4) 

1,806,000 

92,588,000 

829,000 

-0- 

1,900,000 

92,859,000 

1,166,000 

19,748,000 

Total Assets 

$379,649,000 

$413,942,000 

Liabilities and Stockholders’ Equity 

CURRENT LIABILITIES 

Notes payable (Notes 6 and 11) 

Current payments on long-term debt 

Current payments on capitalized lease obligations 

Accounts payable and accrued liabilities 
(Notes 6 and 14) 

Provision for discontinued operations (Note 10) 

$ 7,000,000 

9,715,000 
3,423,000 

76,873,000 

7,180,000 

$ 15,000,000 
18,094,000 
5,564,000 

76,682,000 

9,373,000 

Total current liabilities 

104,194,000 

124,713,000 

Long-term debt (Notes 7 and 11) 

Subordinated commitment to foreign finance 
subsidiary (Note 8) 

Capitalized lease obligations (Note 9) 

Provision for discontinued operations (Note 10) 

Deferred credits to income 

Redeemable preferred stock (Note 11) 

Non-redeemable preferred stock (Note 11) 

Common stock (Note 11) 

Additional paid-in capital 

Accumulated deficit 

Treasury stock, at cost (Note 11) 

Employee stock purchase accounts (Note 15) 

126,242,000 

11,500,000 

21,183,000 

14,469,000 

2,190,000 

39,256,000 

55,144,000 

13,143,000 

63,792,000 

(24,694,000) 

(28,681,000) 

(18,089,000) 

143,900,000 

12,200,000 

34,033,000 

14,828,000 

2,353,000 

39,324,000 

55,144,000 

13,108,000 

63,813,000 

(42,407,000) 

(28,681,000) 

(18,386,000) 

Total Liabilities and Stockholders’ Equity 

$379,649,000 

$413,942,000 


July 31 

1981 

1980 

Assets 

CURRENT ASSETS 



Cash 

$ 8,888,000 

$ 13,721,000 

Receivables (Note 2) 

121,158,000 

102,168,000 

Inventories (Note 3) 

153,484,000 

136,398,000 

Prepaid expenses 

896,000 

1,614,000 

Current assets of discontinued operations (Note 4) 

-0~ 

44,368,000 


The accompanying Notes are an integral part of these Financial Statements. 
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Consolidated 
Earnings and 
Accumulated 
Deficit 


1981 


Financial Statements 
Genesco Snc. 


Years ended July 31 

1981 

1980 

1979 

Net sales 

$662,490,000 

$637,695,000 

$662,485,000 

Cost of sales 

444,077,000 

444,487,000 

475,825,000 

Gross margin 

Selling, general and administrative 

218,413,000 

193,208,000 

186,660,000 

expenses 

176,740,000 

165,795,000 

165,676,000 

Interest expense 

13,431,000 

15,295,000 

16,559,000 

Other income (expense) 

(2,144,000) 

(1,439,000) 

1,303,000 

Operating income (loss): 




Ongoing operations 

26,098,000 

11,180,000 

7,841,000 

Divested operations 

-0- 

(501,000) 

(2,113,000) 

Provision for divestments 

-o~ 

-0- 

(5,250,000) 

Pretax earnings 

26,098,000 

10,679,000 

478,000 

Income taxes (Note 12) 

13,350,000 

5,479,000 

6,990,000 

Nonconsolidated companies 

-0- 

-0- 

70,000 

Earnings (loss) before discontinued 
operations and extraordinary credit 
Discontinued operations (net of tax) 

12,748,000 

5,200,000 

(6,442,000) 

(Note 10): 




Operating income (loss) 

(700,000) 

(502,000) 

2,309,000 

Excess (provision for) future losses 

(480,000) 

-0- 

16,372,000 

Earnings before extraordinary credit 
Extraordinary credit—U.S. federal 

11,568,000 

4,698,000 

12,239,000 

income tax (Note 12) 

6,495,000 

-0- 

-0- 

Net Earnings 

18,063,000 

4,698,000 

12,239,000 

Accumulated deficit at beginning of year 

(42,407,000) 

(47,105,000) 

(59,344,000) 

Preferred dividends paid 

(350,000) 

-0- 

-0- 

Accumulated Deficit at End of Year 

$(24,694,000) 

$(42,407,000) 

$(47,105,000) 

Earnings (loss) per common share: 

Primary: 




Before discontinued operations and 




extraordinary credit 

$ .75 

$ .16 

$(.79) 

Before extraordinary credit 

$ .65 

$ .12 

$ .69 

Net earnings 

Fully diluted: 

$1.16 

$ .12 

$ .69 

Before discontinued operations and 




extraordinary credit 

$ .71 

$ .15 

$(.74) 

Before extraordinary credit 

$ .62 

$ .11 

$ .64 

Net earnings 

$1.09 

$ .11 

$ .64 


The accompanying Notes are an integral part of these Financial Statements. 
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Consolidated 
Changes in 
Financial 
Position 


1981 


Financial Statements 
Genesco Inc. 


Years ended July 31 

1981 

1980 

1979 

Sources of Working Capital 

Earnings (loss) before discontinued 
operations and extraordinary credit 
Extraordinary credit—U.S. federal 

$12,748,000 

$ 5,200,000 

$ (6,442,000) 

income tax 

Excess provision for future losses of 

7,485,000 

-0- 

-0- 

discontinued operations 

-0- 

-0- 

16,372,000 

Depreciation and amortization 

Write-down of fixed assets of divested 

10,162,000 

10,784,000 

10,981,000 

operations 

Other charges (credits) to earnings not 

-0- 

-0- 

3,935,000 

requiring funds 

104,000 

1,205,000 

(110,000) 

Working capita! provided by operations 




before discontinued operations 

30,499,000 

17,189,000 

24,736,000 

Discontinued operations: 

Net earnings (loss) 

(700,000) 

(502,000) 

2,309,000 

Provision for future losses 

Extraordinary credit—U.S. federal 

(480,000) 

-0- 

-0- 

income tax 

(990,000) 

-0- 

-0- 

Depreciation and amortization 

446,000 

2,902,000 

5,920,000 

Write-down of fixed assets 

Increase in non-current provision for 

473,000 

-0- 

1,986,000 

discontinued operations 

Other credits to earnings not requiring 

120,000 

-0- 

-0- 

funds 

(2,000) 

(9,000) 

(9,000) 

Working capital provided by (used by) 




discontinued operations 

(1,133,000) 

2,391,000 

10,206,000 

Working capital provided by operations 

29,366,000 

19,580,000 

34,942,000 

Plant and equipment sales 

14,515,000 

10,205,000 

44,650,000 

Additions to capitalized leases 

3,000,000 

459,000 

-0- 

Sale of Charles Jourdan 

-G- 

—0— 

13,117,000 

Other sources of working capital 

1,380,000 

1,044,000 

500,000 

Totals 

$48,261,000 

$31,288,000 

$93,209,000 


Uses of Working Capital 

Additions to plant, equipment and 
capitalized lease rights 

Long-term debt paid or charged against 

$ 18,964,000 

$23,315,000 

$ 13,119,000 

working capital 

17,205,000 

18,598,000 

14,891,000 

Reduction in capitalized lease obligations 
Transactions affecting noncurrent 

15,850,000 

8,424,000 

40,566,000 

provision for discontinued operations 

(12,442,000) 

7,082,000 

3,194,000 

Lawsuit damages paid 

-0- 

3,000,000 

-0- 

Preferred stock dividends 

350,000 

-0- 

-0- 

Preferred stock redemptions 

Commitment to foreign finance subsidiary 

399,000 

-0- 

-0- 

charged against working capital 

Other changes in investments and 

700,000 

183,000 

-0- 

long-term receivables 

559,000 

161,000 

3,420,000 

Totals 

41,585,000 

60,763,000 

75,190,000 

increase (Decrease} in Working Capital 

$ 6,676,000 

$(29,475,000) 

$ 18,019,000 


The accompanying Notes are an integral part of these Financial Statements. 
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1981 


Financial Statements 
Genesco Inc. 


Consolidated 
Changes in 
Financial 
Position 
Continued 


Increase (Decrease) in Components 
of Working Capital 

1981 

1980 

1979 

Cash 

Receivables 

Inventories 

Prepaid expenses 

Current assets of discontinued operations 

$ (4,833,000) 
18,990,000 
17,086,000 
(718,000) 
(44,368,000) 

$ (162,000) 
(3,201,000) 
(8,383,000) 
174,000 
(29,154,000) 

$ (8,183,000) 
(22,524,000) 
5,982,000 
(248,000) 
(58,786,000) 

Total current assets 

(13,843,000) 

(40,726,000) 

(83,759,000) 

Notes payable 

Current payments on long-term debt 

Current payments on capitalized lease 
obligations 

Accounts payable and accrued liabilities 

Provision for discontinued operations 

(8,000,000) 

(8,379,000) 

(2,141,000) 

194,000 

(2,193,000) 

(2,000,000) 
4,174,000 

(2,966,000) 

(5,370,000) 

(5,089,000) 

(78,850,000) 

473,000 

(3,793,000) 

(12,392,000) 

(7,216,000) 

Total current liabilities 

(20,519,000) 

(11,251,000) 

(101,778,000) 

Increase (Decrease) in Working Capital 

$ 6,676,000 

$(29,475,000) 

$ 18,019,000 


Consolidated 
Additional 
Paid-In Capital 


Years ended July 31 

1981 

1980 

1979 

Balance at beginning of year 

$63,813,000 

$60,769,000 

$60,849,000 

Conversion of preferred stock 

-O- 

5,000 

223,000 

Expenses relating to capital 
stock issuances 

-O- 

(4,000) 

(8,000) 

Increase in liquidating value 
of preferred stock 

(331,000) 

(330,000) 

(295,000) 

Cancellation of series B shares 

—C-- 

3,373,000 

-0- 

Issuance of common stock 

144,000 

-0- 

-0- 

Issuance of stock warrants 

166,000 

-0- 

-0- 

Balance at End of Year 

$63,792,000 

$63,813,000 

$60,769,000 


The accompanying Notes are an integral part of these Financial Statements. 
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1981 


Notes to Consolidated 
Financial Statements 


Note 1 Basis of Consolidation 

Summary of The consolidated financial statements include the accounts of the Company and all domestic and 

Accounting Policies Canadian subsidiaries. 

inventories 

Inventories are stated at the lower of cost or market determined, in wholesaling and manufacturing 
companies, principally on the first-in, first-out method. Inventories of retail companies are determined 
by the retail method. 

Plant, Equipment and Capitalized Lease Rights 

Plant, equipment and capitalized lease rights are depreciated or amortized over the estimated useful 
life of the related assets. Depreciation and amortization expense is computed principally by the 
straight-line method. 

Retirement Plans 

Substantially all of the Company’s employees are covered by pension plans. The Company funds 
pension costs accrued as determined by its independent actuaries. 

Earnings (loss) per Common Share 

Primary earnings (loss) per share are computed by dividing net earnings, adjusted for preferred 
dividend requirements (1981—$3,216,000; 1980—$3,195,000; 1979—$3,532,000), by average 
common shares and common share equivalents outstanding. In computing fully diluted earnings 
(loss) per share, earnings and average shares are appropriately adjusted for outstanding dilutive 
securities. 

Foreign Currency Translation 

Current assets (excluding inventories) and liabilities of Canadian subsidiaries are translated into U.S. 
dollars at the exchange rate in effect at the balance sheet date. Inventories and noncurrent assets 
are translated at historical exchange rates. Income, costs and expenses are translated at average 
rates during the year, except that historical rates are used to translate depreciation and cost of 
sales. Aggregate exchange gains and losses for each of the three years ended July 31,1981 were 
not material. 

Financial Statement Reclassifications 

The consolidated earnings statement for 1980 and 1979 has been reclassified to give effect to a 
decision to divest the variety and specialty retailing segments of the Company’s operations (see 
Note 10) and to a change in the classification of certain items between cost of sales and selling, 
general and administrative expenses. Net earnings for 1980 and 1979 were not affected by either of 
the reclassifications. 

Accounting Principles Changes 

Financial statements for 1980 and 1979 have been restated for the effects of the following 
accounting principles changes; 

In July 1981 the Company began including in its consolidated financial statements the accounts of 
Genesco Financial Corporation (GFC) and its wholly-owned Canadian subsidiary, Genesco Financial 
Limited. Both corporations are engaged in the financing of accounts receivable for the Company and 
its operating subsidiaries. Previously, both corporations had been accounted for by the equity 
method. The Company believes consolidation of these corporations improves the clarity of its 
financial statements. Consolidation of these corporations had no effect on net earnings for any 
period. 

Also in July 1981 the Company implemented two Statements of Financial Accounting Standards as 
follows: 

Statement No. 13 (Accounting for Leases) requires the Company to retroactively capitalize all capital 
leases (as defined) entered into prior to January 1,1977. The effect of this accounting change was 
to increase income as follows: 1981—$481,000 ($.04 per share); 1980—$1,245,000 ($.10 per share) 
and 1979—$5,907,000 ($.47 per share). Accumulated Deficit at July 31, 1980 and 1979 increased 
$4,948,000 and $6,193,000, respectively, as a result of this change. 

Statement No. 43 (Accounting for Compensated Absences) requires the Company to account for the 
cost of all employee vacation benefits as they are earned rather than accounting for such costs as 
they are paid. Retroactive application of Statement No. 43 had no material effect on income for 1981 
or on income previously reported for 1980 and 1979. Accumulated Deficit at July 31, 1980 and 1979 
increased $4,597,000 as a result of this change. 
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1981 


Notes to Consolidated 
Financial Statements 


Note 2 Genesco sells most of its accounts receivable to Genesco Financial Corporation 

Receivables (GFC), a wholly-owned subsidiary, at the outstanding balance less a 10% reserve 

for uncollectible accounts. The receivable amounts below include amounts sold to 


GFC as follows: 1981—$95,953,000; 1980—$94,586,000. 


1981 

1980 

Trade accounts receivable 

Miscellaneous receivables 

$112,698,000 

13,393,000 

$104,976,000 

2,601,000 

Total receivables 

Allowance for bad debts 

Allowance for cash discounts and returns 

126,091,000 

(4,521,000) 

(412,000) 

107,577,000 

(4,828,000) 

(581,000) 

Net Receivables 

$121,158,000 

$102,168,000 


Note 3 _ _ 1981 _ 1980 


Raw materials 

$ 33,108,000 

$ 28,740,000 


Work in process 

22,629,000 

20,318,000 


Finished goods 

42,005,000 

40,456,000 


Retail merchandise 

55,742,000 

46,884,000 


Total inventories 

$153,484,000 

$136,398,000 



Note 4 
Assets of 
Discontinued 
Operations 



1980 

Current assets: 

Accounts receivable 

$ 39,546,000 

Other 

4,822,000 

Total 

$ 44,368,000 

Fixed assets: 

Plant and equipment less accumulated 
depreciation of $22,501,000 

$ 7,833,000 

Capitalized lease rights less accumulated 
amortization of $15,395,000 

11,915,000 

Total 

$ 19,748,000 
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1981 


Notes to Consolidated 
Financial Statements 


Plant, Equipment 
and Capitalized 
Lease Rights 



1981 

1980 

Plant and equipment: 



Land 

$ 4,461,000 

$ 7,873,000 

Buildings and building equipment 

21,049,000 

13,864,000 

Machinery, furniture and fixtures 

40,042,000 

33,725,000 

Construction in progress 

2,891,000 

10,512,000 

Improvements to leased property 

34,039,000 

26,914,000 

Capitalized lease rights: 



Land 

1,608,000 

1,658,000 

Buildings 

47,178,000 

49,498,000 

Machinery, furniture and fixtures 

19,418,000 

20,921,000 

Total plant, equipment and 



capitalized lease rights 

170,686,000 

164,965,000 

Accumulated depreciation and amortization: 



Plant and equipment 

(40,477,000) 

(33,579,000) 

Capitalized lease rights 

(37,621,000) 

(38,527,000) 

Totals 

$ 92,588,000 

$ 92,859,000 


Note 6 At July 31, 1981 commitments for loans up to $25,000,000 and $20,000,000 were 

Short-Term available to Genesco and GFC, respectively, under revolving credit agreements 

Borrowing expiring January 29,1982 with 13 U. S. banks and one Canadian bank. At July 31, 

Arrangements 1981, GFC had $7,000,000 of short-term loans outstanding under its revolving credit 

agreement, at an interest rate of 21%. GFC is required by its long-term loan 
agreements to have $5,000,000 of short-term loans outstanding at all times. At July 
31, 1981 unused commitments for Genesco and GFC amounted to $25,000,000 and 
$13,000,000, respectively. During the year ended July 31, 1981, total borrowings by 
Genesco and GFC averaged $12,025,000 at a weighted average interest rate of 
16.5%. The total maximum borrowings at any month end during the period were 
$35,000,000. 

Under the revolving credit agreements, interest is payable quarterly at the higher of 
Vz of 1% above the Corporate Base Rate effective at The First National Bank of 
Chicago or 105% of the CD rate (three-week moving average interest rate on 
three-month certificates of deposit) and a commitment fee is payable quarterly in the 
amount of Vz of 1 % per annum on the daily unused portion of the commitments. 
Compensating balance arrangements provide that Genesco and GFC will endeavor 
to maintain collected funds on deposit in each bank which, over a calendar year, 
average 10% of the bank’s commitments plus 10% of the average borrowings under 
the commitments. 

Genesco’s revolving credit agreement requires the Company to, among other things, 
maintain working capital of at least $154,000,000; a current ratio of not less than 1.8 
to 1; Tangible Net Worth of at least $83,000,000 plus any net increases in Tangible 
Net Worth from sale of operations, extraordinary (excluding credits for income taxes) 
or nonrecurring transactions and adjustments to the provision for discontinued operations; 
and a ratio of total liabilities (less subordinated debt) to the sum of Tangible Net Worth 
and subordinated debt of not more than 3.5 to 1. GFC’s agreement requires it, among 
other things, to maintain an Effective Net Worth (stockholder’s equity plus subordinated 
debt) of at least $37,000,000 minus subsequent dividends paid; a ratio of debt 
(excluding subordinated debt) to Effective Net Worth of not more than 4 to 1; and the 
sum of cash, cash equivalents and net receivables equal to at least 110% of total 
liabilities. At July 31, 1981 all of these requirements were met. 

At July 31, 1981, outstanding checks drawn on certain domestic banks exceeded 
book cash balances for those banks by approximately $11,778,000. This amount is 
included in accounts payable. 
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1981 


Notes to Consolidated 
Financial Statements 


Note 7 

Long-Term Debt 



1981 

1980 

5.00% notes due August 1984 with annual 
payments of $2,000,000 

$18,000,000 

$20,000,000 

10.375% senior sinking fund notes due 
December 1984 (less unamortized discount 
of $94,000; 1980—$139,000) with annual 
payments of $1,900,000 in June 1982 and 
$4,900,000 in June 1983 and 1984 

42,406,000 

50,261,000 

6.50% convertible subordinated debentures 
(Series A) due April 1987; convertible into 
common stock at $41.67 per share 

1,172,000 

1,172,000 

6 50% convertible subordinated debentures 
(Series B) due December 1987; convertible 
into common stock at $45.45 per share 

4,244,000 

4,244,000 

5.25% first mortgage notes (Series A) due 

April 1,1989 (less unamortized discount of 
$981,000; 1980—$2,413,000) with 
quarterly principal and interest payments of 
$228,000 

4,797,000 

10,529,000 

8.25% senior notes of GFC due March 1988 
with annual payments of $4,000,000 

28,000,000 

32,000,000 

10.50% senior notes of GFC due December 
1991 with annual payments of $3,000,000 
beginning December 1982 

30,000,000 

30,000,000 

8.75% senior subordinated notes of GFC due 
March 1988 with annual payments of 
$1,000,000 

7,000,000 

8,000,000 

Other 

338,000 

5,788,000 

Total long-term debt less unamortized 
debt discount 

135,957,000 

161,994,000 

Current portion 

(9,715,000} 

(18,094,000) 

Totals 

$126,242,000 

$143,900,000 


Long-term debt maturing in the next five fiscal years is: 1982—$9,715,000; 
1983—$15,477,000; 1984—$15,464,000; 1985—$51,346,000; and 
1986—$8,605,000. 


Certain debt agreements require the Company and its consolidated subsidiaries 
(excluding GFC) to maintain working capital at least equal to 150% of Consolidated 
Funded Indebtedness. GFC is required to maintain Adjusted Net Worth 
(stockholder’s equity less deferred note expense) of not less than $22,500,000 and 
Eligible Net Assets (cash and net receivables) of not less than 110% of total 
liabilities. At July 31, 1981 all of the above requirements were met. The Company 
has agreed to maintain GFC’s Adjusted Net Worth at not less than $22,500,000 and 
GFC’s earnings before taxes and fixed charges at not less than 1.5 times fixed 
charges. 


Notes 

Subordinated 
Commitment to 
Foreign Finance 
Subsidiary 


In 1968 Genesco World Apparel, Ltd. (“GWAL”), a nonconsolidated Virgin Islands 
finance subsidiary, issued $15,000,000 principal amount of 514% guaranteed 
(subordinated) debentures due 1988 of which $12,200,000 are currently 
outstanding. The debentures are guaranteed by the Company and are convertible 
into the Company’s common stock at $38 per share. The Company’s guarantee is 
subordinated to the prior payment in full of all present or future senior indebtedness. 
GWAL is required to redeem $700,000 of the debentures each March 1 until 1988, 
when the then remaining principal becomes due. Debentures converted to common 
stock or otherwise acquired may be credited against the amount required to be 
redeemed. 
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1981 


Notes to Consolidated 
Financial Statements 


Note 9 Future minimum lease payments under leases capitalized at July 31, 1981, together 

Capitalized Lease with the present value of the minimum lease payments, follow: 

Obligations Fiscal Year_ 


1982 

$ 5,614,000 

1983 

4,533,000 

1984 

4,306,000 

1985 

3,722,000 

1986 

3,424,000 

Later years 

15,370,000 

Total minimum payments 

36,969,000 

Amount representing executory costs 

(102,000) 

Amount representing interest 

(12,261,000) 

Present value of minimum payments 

24,606,000 

Current portion 

(3,423,000) 

Total 

$ 21,183,000 


Minimum payments have not been reduced by minimum sublease rentals of 
$5,691,000 due in the future under noncancelable subleases. They also do not 
include contingent rentals which may be paid under certain retail store leases on the 
basis of a percentage of sales in excess of stipulated amounts. Contingent rentals 
are immaterial. 


Note 10 
Provision for 
Discontinued 
Operations 


In prior years the Company adopted programs to restructure or divest various 
operations. In the first quarter of fiscal 1981, the Company decided to divest both 
the variety retailing and specialty retailing segments of its business except for its 
Baron’s division, which operates a chain of men’s specialty stores in south Florida. 

A provision of $883,000 ($480,000 after taxes) was made in the first quarter of fiscal 
1981 anticipating losses to be incurred in divesting these operations. 

All of the divestments referred to above are essentially completed. However, there 
are payments relating to discontinued operations and retail store closings (principally 
long-term lease and pension payments) expected to continue into future periods for 
which provision has been made in the consolidated balance sheet. Any net gains or 
losses realized from disposition of properties of discontinued operations will be 
credited to or charged against the provision for discontinued operations. 


Operating results of the discontinued specialty and variety retailing segments prior 
to the decision to discontinue, classified as discontinued operations in the 
consolidated earnings statement, are shown below: 



1981 

1980 

1979 

Net sales 

$37,153,000 

$196,988,000 

$330,440,000 

Cost of sales and expenses 

38,440,000 

197,490,000 

328,131,000 

Pretax earnings (loss) 

(1,287,000) 

(502,000) 

2,309,000 

Income tax benefit 

587,000 

-0- 

-0- 

Net Earnings (Loss) 

$ (700,000) 

$ (502,000) 

$ 2,309,000 
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1981 


Notes to Consolidated 
Financial Statements 


Note 10 
Provision for 
Discontinued 
Operations, 
Continued 


Transactions affecting the provision for each of the last three years are: 



1981 

1980 

1979 

Balance at beginning of year 

$24,201,000 

$34,190,000 

$46,245,000 

Additional provision for future 

losses 

23,000 

1,319,000 

18,471,000 

Excess provision restored to 

income 

-4- 

-0- 

(16,372,000) 

Operating gains (losses)*: 

Discontinued segments 

(14,815,000) 

1,072,000 

(3,153,000) 

Other operations 

—0— 

-0- 

1,184,000 

Other gains (costs)" 

12,240,000 

(12,380,000) 

(12,185,000) 

Balance at End of Year 

$21,649,000 

$24,201,000 

$34,190,000 


'Subsequent to decision to discontinue. "Subsequent to date of divestment. 


Proceeds (before reduction for related expenses) from divestment of discontinued 
operations amounted to $30,281,000 in 1981. 

Discontinued operations’ sales subsequent to the decision to discontinue were: 
1981—$53,377,000; 1980—$10,705,000 and 1979—$43,225,000. 


Note 11 

Redeemable Preferred Stock and Other Capital Stock 

Redeemable Preferred Stock 





Issued at July 31 




Shares 


Shares 

in 

Amounts 

thousands 

Common 

Convertible 

No. 

of 

Class 

Authorized 

1981 

1980 

1981 

1980 

Ratio 

Votes 

$4.50 Cumulative Convertible Preferred 

82,368 

12,963 

16,955 

$ 1,296 

$ 1,696 

3.75 


Subordinated Cumulative Convertible Preference 
$6.00 Series B 
$6.00 Series C 

161,981 

269,291 

57,407 

126,110 

57,407 

126,104 

5,741 

12,611 

5,741 

12,610 

2.40" 

2.20" 

2 

2 

Subordinated Serial Preferred (Cumulative) 

$3.54 Series 2 
$4.75 Series 5 

395,626 

122,500 

165,436 

98,474 

165,436 

98,474 

9,761 

9,847 

9,430 

9,847 

1.61 

1 

1 

Total Redeemable Preferred Stock 




$39,256 

$39,324 




The $4.50 Preferred Stock has no voting rights 
unless the Company is in arrears with respect to 
mandatory redemption requirements or is four 
quarters in arrears with respect to the payment of 
dividends. 


Also exchangeable for $100 principal amount of 
$6.50% Convertible Subordinated Debentures. See 
“Restrictions on Dividends and Redemptions of 
Capital Stock” below and Note 16. 
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1981 


Notes to Consolidated 
Financial Statements 


Note 11 Cumulative Convertible Preferred Stock: 

Redeemable Stated value—$100 per share; liquidation value—$100 per share plus accumulated 

Preferred dividends; optional redemption price—$101.50 per share. The Company is required 

Stock and Other to redeem 998 shares each December 31 at $100 per share. 
eonlinupd 06 * 1 ’ Subordinated Cumulative Convertible Preference Stock: 

Gominuea Stated value and redemption price for each series—$100 per share; liquidation 

value for each series—$100 per share plus accumulated dividends. The Company is 
required to offer to redeem pro rata from holders of Series B and Series C, on each 
December 31 and June 30, respectively, 5% of the shares of such stock originally 
issued. The Company may, at its option and on a cumulative basis, credit against 
such redemption requirement shares which have been converted into Common 
Stock or purchased, redeemed or otherwise acquired and not previously credited. 
Redemption offers with respect to Series B stock were not made in 1979 and 1980; 
redemption arrearages are $820,000. At July 31, 1981 sufficient shares had been 
converted, purchased or otherwise redeemed to satisfy the redemption requirement 
with respect to Series C until June 30,1983. 

Subordinated Serial Preferred Stock (Cumulative): 

Stated values for Series 2 and 5—$49.00 and $100.00, respectively; liquidation 
values for Series 2 and 5—$59.00 and $100.00, respectively, plus accumulated 
dividends; redemption prices for Series 2 and 5—$59.00 and $100.00, respectively. 
At July 31, 1981 the Company was in arrears with respect to mandatory 
redemptions of Series 2 and 5 in the amounts of $9,761,000 and $9,800,000, 
respectively. The liquidation value and the redemption price of Series 2 increase by 
$2.00 each calendar year. The annual dividend rate with respect to Series 2 is 6% 
of the then prevailing redemption price. 

Redemptions: 

Aggregate redemptions (excluding the above arrearages) of redeemable preferred 
stock required to be made by the Company during each of the five years ending 
July 31 are as follows: 1982—$850,000; 1983—$1,732,000; 1984—$1,741,000; 

1985—$1,741,000; 1986—$1,741,000. 


NomRedeemable Preferred Stock 


Class 

Shares 

Authorized 

Issued at July 31, 1981 and 1980 

Amounts 
Shares in thousands 

Common 

Convertible 

Ratio 

No. 

of 

Votes 

$4.25 Series A Subordinated Cumulative Convertible 

Preference 

68,943 

600 

$ 60 

- 

3 

Subordinated Serial Preferred (Cumulative) 

$2.30 Series 1 

131,826 

89,286 

3,571 

.83 

1 

$4.75 Series 3 

105,875 

80,058 

8,006 

2.11 

2 

$4.75 Series 4 

103,000 

65,648 

6,565 

1.52 

1 

$1.50 Subordinated Cumulative Preferred 

5,000,000 

105 

3 

- 

1 

Employees’ Subordinated Convertible Preferred 

5,000,000 

1,231,293 

36,939 

1.00* 

1 

Total Non-Redeemable Preferred Stock 



$55,144 




* Also convertible into one share of Subordinated Cumulative Preferred Stock. 


Subordinated Cumulative Convertible Preference Stock: 

Stated value and redemption price—$100 per share; liquidation value—$100 per 
share plus accumulated dividends. 

Subordinated Serial Preferred Stock (Cumulative): 

Stated value for Series 1 is $41.20 per share and for Series 3 and 4 are each 
$100.00 per share; liquidation values for Series 1—$40.00 per share, plus 
accumulated dividends and for Series 3 and 4—$100.00 per share, plus 
accumulated dividends. Redemption price for Series 1—$40.00 per share; for Series 
3—$100.00 per share; and for Series 4—$100.00 per share. 
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Subordinated Cumulative Preferred Stock: 

Slated and liquidation values and redemption price—$30 per share. 

Employees’ Subordinated Convertible Preferred Stock: 

Stated and liquidation values—$30 per share. Shares are not redeemable. 

Common Stock 

Common stock ($1 par value). Authorized 20,000,000 shares; issued: July 31, 

1981—13,143,123 shares, 1980—13,108,123 shares. Each share is entitled to one 
vote at a meeting of stockholders. At July 31, 1981 common shares were reserved 
as follows: for conversion of senior securities (2,333,064); for employee stock plans 
(693,500); and for exercise of warrants (138,383). Warrants were outstanding at 
July 31, 1981 to purchase, between November 1,1982 and June 30, 1985, up to 
138,383 shares of Common Stock at $4.49 per share. 

Restrictions on Dividends and Redemptions of Capital Stock 
Under the Tennessee General Corporation Act, dividends may be paid only out of 
unreserved and unrestricted earned surplus or out of net earnings of the current 
fiscal year and the next preceding fiscal year taken as a single period. The 
Company has no earned surplus. Its consolidated net earnings for the fiscal year 
ended July 31, 1981 amounted to $18,063,000. 

The Company’s charter provides as to each class of preferred stock that no shares 
may be redeemed or otherwise acquired for value if there are dividend or 
redemption arrearages on any senior or equally ranked stock. 

The Company's revolving credit agreement prohibits dividends and redemptions 
except with respect to its $4.50 Preferred Stock and Subordinated Cumulative 
Convertible Preference Stock, Series A (“Series A Stock”), and except to the extent 
necessary to complete the class action settlement (the "class action settlement”) as 
described in Note 16 and except dividends on the remaining shares of Subordinated 
Cumulative Convertible Preference Stock, Series B and C (“Series B and Series C 
Stock”), and acquisition of such shares in exchange for subordinated convertible 
debentures. 

The note agreement relating to the Company’s 5% notes due August 1984 prohibits 
dividends and redemptions with certain exceptions unless, after giving effect to the 
dividend or redemption, certain financial tests are met. The principal permitted 
exceptions are (i) fixed dividends on and mandatory redemptions of $4,50 Preferred 
Stock and Series A Stock, (ii) the class action settlement and (iii) fixed dividends on 
shares of Series B and C Stock remaining outstanding after the class action 
settlement and acquisition of such shares in exchange for subordinated convertible 
debentures. The financial tests, each of which must be met after giving effect to the 
dividend or redemption, are (a) the aggregate of all dividends and redemptions after 
July 31, 1981 is effectively limited to the sum of $10,291,000, plus 75% of the 
Consolidated Net Income after July 31,1981, plus the net proceeds from the sale or 
exchange of shares of the Company’s capital stock after July 31, 1981, (b) 
Consolidated Net Tangible Assets must be at least 275% of Consolidated Funded 
Indebtedness, and (c) Consolidated Net Current Assets must be at least 200% of 
Consolidated Funded Indebtedness. At July 31, 1981 stockholders’ equity available 
for dividends and redemptions amounted to $10,291,000, but Consolidated Net 
Tangible Assets were only 250% of Consolidated Funded Indebtedness and 
Consolidated Net Current Assets were only 189% of Consolidated Funded 
Indebtedness. 

The indenture relating to the Company’s 10%% notes due December 1984 
effectively prohibits dividends and redemptions with certain exceptions unless, after 
giving effect to the dividend or redemption, the aggregate of all dividends and 
redemptions after July 31, 1981 is less than the sum of the Consolidated Net 
Income after July 31, 1981, plus the net proceeds from the sale or exchange of 
shares of the Company’s capital stock after July 31,1981, minus $76,001,000. The 
principal permitted exceptions are (i) the payment of fixed dividends on and 
mandatory redemptions of preferred stock and (ii) the acquisition of preferred stock 
in exchange for subordinated convertible debentures. At July 31,1981 there was a 
deficit of $76,001,000 in the stockholders’ equity available for dividends and 
redemptions account. 
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Dividend arrearages 


Class of Stock 

Date Dividends 
Paid to 

Arrearage at July 31,1981 

Per Share Aggregate 

$4.25 Series A 

January 31, 1975 

$27.63 

$ 16,575 

$5.00 Series B 

January 31, 1975 

39.00 

2,221,713 

$6.00 Series C 

January 31,1975 

39.00 

4,862,910 

$2.30 Series 1 

January 31, 1975 

14.95 

1,334,826 

$3.54 Series 2 

January 31, 1975 

23.01 

3,806,682 

$4.75 Series 3 

January 31,1975 

30.88 

2,471,791 

$4.75 Series 4 

January 31, 1975 

30.88 

2,026,882 

$4.75 Series 5 

January 31,1975 

30.88 

3,040,385 

$1.50 Subordinated 

January 31,1975 

9.75 

1,023 

Total 



$19,782,787 


Changes in the shares of the Company's capital stock 



Issued 

Common 

Treasury 

Employees’ 

Preferred 

Other 

Issued at July 31, 1979 

Issuances 

Conversion of securities 
Cancellation of Series B shares 

13,107,783 

-0- 

340 

-0- 

486,863 

-0- 

-0- 

-0- 

1,231,633 

-O- 

(340) 

-0- 

763,588 

217 

-O- 

(63,732) 

issued at July 31, 1980 

13,108,123 

486,863 

1,231,293 

700,073 

Redemption of $4.50 Preferred 

-O- 

-0- 

-O- 

(3,992) 

Issuances 

35,000 

-0- 

-O- 

6 

Issued at July 31, 1981 

13,143,123 

486,863 

1,231,293 

696,087 

Less Treasury 

486,863 


301,677 

1,860 

Outstanding at 

July 31,1981 

12,656,260 


929,616 

694,227 


Note 12 Income tax expense is composed of the following: 



1981 

1980 

1979 

Continuing operations: 

U. S. federal 

$ 7,485,000 
5,388,000 

$ -0- 

$ -a- 

Canadian 

4,938,000 

6,501,000 

State 

477,000 

541,000 

489,000 

Total continuing operations 

13,350,000 

5,479,000 

6,990,000 

Discontinued operations 

{990,000) 

-0- 

-0- 

Total income taxes 

12,380,000 

5,479,000 

6,990,000 

Extraordinary credit— 

U. S. federal 

(6,495,000) 

-0- 

-0- 

Total Income Tax Expense 

$5,865,000 

$5,479,000 

$6,990,000 


The U. S. tax provision on operating results of U. S. operations is offset by the 
extraordinary credit which reflects utilization of net operating loss carryforwards 
resulting from losses incurred by U. S. operations in prior years. 
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Note 12 The Company has net operating loss carryforwards available to offset future taxable 

Income Taxes, income as follows: 


Expiration Date 

Amount 

July 31, 1992 

$ 8,696,000 

July 31, 1993 

18,129,000 

July 31, 1996 

9,973,000 

Total Net Operating Loss Carryforwards 

$36,798,000 


The Company has recorded for financial statement purposes expenses amounting 
to $54,479,000 which will be deductible for federal income tax purposes in future 
years. These include depreciation, sale and leaseback transactions, deductions 
related to accounts receivable as well as provisions made for discontinued 
operations. 

In addition, the Company has foreign tax credits aggregating $14,818,000 available 
to offset future U. S. federal taxes payable on foreign source income. Most of these 
credits expire July 31, 1985. 


Note 13 Rental expense under operating leases of continuing operations for the three years 

Operating Leases ended July 31 was as follows: 



1981 

1980 

1979 

Minimum rentals 

$19,925,000 

$18,232,000 

$17,582,000 

Contingent rentals 

5,786,000 

(1,224,000) 

5,171,000 

5,944,000 

Sublease rentals 

(1,099,000) 

(788,000) 

Totals 

$24,487,000 

$22,304,000 

$22,738,000 

Minimum rental commitments payable in future years under noncancelable 

long-term leases of continuing operations are as follows: 


Fiscal Year 

1982 



$ 19,623,000 

1983 



18,920,000 

1984 



15,448,000 

1985 



12,463,000 

1986 



11,451,000 

Later years 



53,208,000 

Total 



$131,113,000 


Minimum payments have not been reduced by minimum sublease rentals of 
$8,768,000 due in the future under noncancelable subleases. In addition to 
minimum rentals, some leases provide for the Company to pay real estate taxes 
and other expenses and, in many cases, contingent rentals based on sales. 
Approximately 30 percent of the Company’s leases contain renewal options. 
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Note 14 Expense of the Company’s pension plan, computed in accordance with the 

Retirement Plans minimum funding standards of the Employee Retirement Income Security Act, 
amounted to $4,796,000 in 1981, $5,453,000 in 1980 and $5,009,000 in 1979. 


Accumulated plan benefits and plan net assets as of December 31, 
of the most recent actuarial valuation) are presented below: 

1980 (the date 

Actuarial present value of accumulated plan benefits: 


Vested 

$73,983,000 

Nonvested 

1,122,000 

Total 

$75,105,000 

Net assets available tor benefits 

$55,658,000 


The weighted average assumed rate of return used in determining the actuarial 
present value of accumulated plan benefits was eight percent. 

The Company also contributes to a multiemployer pension plan covering most 
hourly-paid employees of the Company’s tailored clothing operations. Actuarial 
calculations have not been made to determine the Company's portion of the excess 
of the actuarial present value of accumulated plan benefits over the net assets of 
the plan available for such benefits. 


Note 15 The stockholders of the Company have approved several stock purchase and option 

Employee Stock plans enabling employees to purchase shares of common or employees' preferred 
Plans stock. These are the Key Executives Stock Option Plan, under which key executive 

employees, as selected by the Compensation Committee of the Board of Directors, 
may be granted options, and Employees Incentive Plans A and B. 


Activity under the Key Executives Stock Option Plan was as follows: 

1931 1980 


Options outstanding at beginning of year 

201,000 

156,500 

Options granted 

62,500 

75,000 

Options exercised 

(35,000) 

-0- 

Options cancelled 

-O- 

(30,500) 

Options outstanding at end of year 

248,500 

201,000 

Shares reserved for future options 

445,000 

527,500 

Total shares reserved 

693,500 

728,500 


The options outstanding at July 31, 1981 were held by 15 individuals as follows: 


Expiration 

Date 

Shares Subject 
to Option 

Option 

Price 

Options Exercisable 
as of July 31, 1981 

November 30,1985 

91,000 

$5.13 

91,000 

April 9, 1990 

75,000 

3.00 

18,750 

October 20,1990 

60,000 

4.75 

-0- 

November 2,1990 

7,500 

5.00 

-0- 

July 21, 1991 

15,000 

8.50 

-0- 

Totals 

248,500 


109,750 


Under Employees Incentive Plan A, payments on stock purchase accounts are to be 
made by payroll deductions or other periodic payments and, upon a resumption of 
the common stock dividend, are also to be made by the Company through 
compensatory payments. Payments under Employees Incentive Plan B are similar 
except employees make only limited payments and then only in specified 
circumstances. Employee stock purchase accounts under all stock purchase plans 
amounted to $18,089,000 at July 31, 1981 and $18,386,000 at July 31, 1980 and 
were secured at July 31, 1981 by 830,643 employees’ preferred shares and 24,335 
common shares. No further sales of shares under plans A and B are contemplated. 
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Note 1® The Company, GFC and certain former employees of the Company are 

Pending Legal co-defendants in a class action brought in 1970 on behalf of shareholders of a 

Proceedings former customer of the Company against the former customer and others. The 

complaint alleges violations of the Federal securities laws and that the Company 
and GFC were “controlling persons" of the former customer and are thereby liable 
for its actions. 

The Company is the defendant in an action brought in 1977 by the former owners of 
a business acquired by the Company in 1968 in exchange for shares of the 
Company’s common stock. The complaint alleges that the price of the Company’s 
common stock was inflated as a result of false and misleading financial statements 
and reports issued by the Company and seeks recision of the exchange plus 
damages equal to profits from the operation of the business acquired less dividends 
received on the common stock. 

The Company is the defendant in two separate class actions brought in 1975 by 
owners of Series B and Series C Stock, and in an action brought in 1981 by two 
holders of Series B Stock who excluded themselves from the class. The complaints 
allege in each case that the Company improperly suspended the right to exchange 
such stock for 6Vz% convertible subordinated debentures and seek damages or an 
injunction requiring the Company to reinstate the exchange privilege. The class 
actions were tried together and the issue of liability was decided against the 
Company. Before the issue of damages or other relief was tried, the Company 
agreed to a settlement pursuant to which up to 181,657 shares of Series B and C 
Stock will be cancelled and holders of such stock will be entitled to receive up to 
$9,446,164 in the Company’s common stock and up to $7,084,623 in cash, less 
fees and expenses of plaintiffs’ counsel. In addition, persons who held shares of 
Series B and C Stock on March 25, 1975 and sold those shares before April 22, 
1981 will be entitled to receive cash in the amount of $25 for each such share, less 
fees and expenses of plaintiffs’ counsel. The Company believes the maximum 
aggregate amount payable with respect to such persons will not exceed $1,600,000. 
The individual plaintiffs who excluded themselves from the Series B class action 
have agreed to be bound by the class action settlement. The Company has 
obtained the consents required under certain loan agreements to complete the 
settlement. If the court does not approve the settlement as fair and reasonable and 
in a subsequent proceeding orders the Company to reinstate the exchange privilege 
relating to the Series B and C Stock without receiving the necessary consents from 
certain of the Company’s lenders, such lenders might assert that such action 
constituted an event of default which, in turn, could result in acceleration of the 
maturity of substantially all of the Company’s outstanding indebtedness. 
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Note 17 Sales to unaffiliated customers and pretax earnings (loss) of the Company’s 

Business Segment business segments for the three years ended July 31,1931 are included in the 

information “Business Segment Information” on page 33. Intersegment sales are made at prices 

comparable to sales to unaffiliated customers and are not significant in amount. 


Identifiable assets and depreciation and amortization of and additions to plant, 
equipment and capitalized lease rights for the three years ended July 31 were: 



1981 

1980 

1979 

Assets: 

Footwear: 

U. S. A. 

$173,079,000 

$151,962,000 

$159,972,000 

Canada 

35,984,000 

32,276,000 

31,435,000 

Total footwear 

209,063,000 

184,238,000 

191,407,000 

Men’s apparel 

126,564,000 

119,086,000 

106,454,000 

Corporate assets 

44,022,000 

46,502,000 

53,103,000 

Divested operations 

-0- 

64,116,000 

103,980,000 

Totals 

$379,649,000 

$413,942,000 

$454,944,000 

Depreciation and amortization: 

Footwear 

$6,941,000 

$ 6,709,000 

$ 6,625,000 

Men’s apparel 

1,786,000 

1,839,000 

1,539,000 

Corporate 

1,436,000 

2,236,000 

2,817,000 

Divested operations 

446,000 

2,902,000 

5,920,000 

Totals 

$10,609,000 

$ 13,686,000 

$ 16,901,000 

Additions to plant, equipment 
and capitalized lease rights: 
Footwear 

$ 12,217,000 

$ 10,266,000 

$ 7,680,000 

Men’s apparel 

5,953,000 

9,932,000 

2,823,000 

Corporate 

484,000 

1,198,000 

522,000 

Divested operations 

310,000 

1,919,000 

2,094,000 

Totals 

$ 18,964,000 

$ 23,315,000 

$ 13,119,000 
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Note 18 3 Months 3 Months 3 Months 3 Months Fiscal 

Quarterly Financial _ October January April July Year 

(UnaiHfitajl Net SaleS 

(unauoiieoj ig81 $165,924 $159,111 $165,543 $171,912 $662,490 

1980 176,622 154,913 156,081 150,079 637,695 

1979_183,921 163,848 158,000 156,716 662,485 


Gross margin 

1981 $ 55,149 $ 55,584 $ 55,000 $ 52,680 $ 218,413 

1980 50,179 50,006 45,131 47,892 193,208 

1979_51,184 46,696 48,234 40,546 186,660 


Operating income (ioss): 
Ongoing operations 

1981 

$ 

8,884 

$ 

8,773 

$ 

5,183 

$ 

3,258 

$ 26,098 

1980 


5,019 


4,974 


(1,535) 


2,722 

11.180 

1979 

Divested operations 


4,004 


2,074 


1,560 


203 

7,841 

1981 


-O- 


-O- 


-O- 


-O- 

-0- 

1980 


(153) 


(166) 


(182) 


-0- 

(501) 

1979 


(2,210) 


(5,852) 


(559) 


1,258 

(7,363) 

Earnings (loss) before 
discontinued operations 
and extraordinary credit 
1981 

$ 

4,668 

$ 

4,228 

$ 

2,203 

$ 

1,649 

$ 12,748 

1980 


2,347 


2,728 


(1,314) 


1,439 

5,200 

1979 


(2,323) 


(8,266) 


2,495 


1,652 

(6,442) 

Earnings (loss) before 
extraordinary credit 

1981 

$ 

3,488 

$ 

4,228 

$ 

2,203 

$ 

1,649 

$ 11,568 

1980 


2,797 


4,486 


(2,817) 


232 

4,698 

1979 


1,463 


4,690 


(279) 


6,365 

12,239 

Net earnings (loss) 

1981 

$ 

5,040 

$ 

6,850 

$ 

3,629 

$ 

2,544 

$ 18,063 

1980 


3,576 


6,477 


(5,587) 


232 

4,698 

1979 


2,935 


7,186 


(2,949) 


5,067 

12,239 

Primary earnings (loss) 
per common share: 

Before discontinued 










operations and 
extraordinary credit 

1981 


$ .31 


$ .26 


$ .11 


$ .07 

$ .75 

1980 


$ .12 


$ .15 


$(.16) 


$ .05 

$ .16 

1979 

Before extraordinary credit 


$(.25) 


$(.72) 


$ .13 


$ .06 

$ (.79) 

1981 


$ .21 


$ .26 


$ .11 


$ .07 

$ .65 

1980 


$ .15 


$ .28 


$(.28) 


$(.04) 

$ .12 

1979 

Net earnings (loss) 


$ .05 


$ .30 


$(.09) 


$ .43 

$ .69 

1981 


$ .34 


$ .47 


$ .22 


$ .14 

$1.16 

1980 


$ .21 


$ .44 


$(.50) 


$(.04) 

$ .12 

1979 


$ .16 


$ .49 


$(.30) 


$ .33 

$ .69 


All figures are in thousands except amounts per share. Restatement has been made 
as appropriate for discontinued operations and the effect of SFAS No. 13 (See Note 1). 
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Note 19 In accordance with Statement of Financial Accounting Standards No 33—"Financial 

Supplementary _ Accounting and Changing Prices”—the financial information presented below 
Financial Information illustrates the estimated effects of inflation The two methods required by Statement 
Adjusted for 33 are based on assumptions and estimates having limitations due to the subjective 

Changing Prices nature of the estimating process Since the methods used have limitations and are 

(Unaudited) experimental, this information should be viewed with caution and not viewed as 

indicative of future financial results of the Company. 

Under Statement 33, only cost of goods sold and depreciation expense are required 
to be adjusted in determining income from operations. Supplementary data on 
changing prices is based upon historical financial statements adjusted for (1) 
general inflationary factors (constant dollar method) and (2) changes in specific 
prices (current cost method) 

Supplementary data on a constant dollar basis is expressed in average dollars and 
reflects adjustments that have occurred in the purchasing power of the dollar as 
measured by the Consumer Price Index for All Urban Consumers (CPI-U) In 
accordance with Statement 33, net sales and all expenses (other than cost of goods 
sold, depreciation and amortization expense) are assumed to have occurred 
proportionately in relation to the changing CPI-U over the course of the year, so that 
these income statement items are deemed to be stated in average 1981 dollars in 
the primary financial statements and require no adjustment in the constant dollar 
statement Constant dollar amounts do not represent appraised values or any other 
measure of current value 

The current cost of inventories represents the cost of purchasing such inventory at 
year-end prices Cost of goods sold under the current cost method represents 
estimated prices in effect at date of sale. The current cost of property, plant, and 
equipment and the related depreciation expense and gains or losses on sale of 
property are estimates of what the Company’s existing assets would cost at July 31, 
1981. Depreciation expense was calculated using the same methods and rates of 
depreciation as used in the historical financial statements Indexing was used in 
estimating the current cost amounts. These values represent the estimated current 
costs of existing assets and do not consider technological improvements and 
efficiencies associated with the normal replacement of productive capacity 
Statement 33 prohibits the modification of income tax expense for any timing 
differences, allocations or adjustments that may result from applying the different 
methods in preparing the supplementary data 

The gain from the decline in purchasing power of net monetary liabilities is derived 
from the concept that during inflationary periods the purchasing power of amounts 
owed decreases. Net monetary assets (or liabilities) include cash, claims to cash 
and amounts owed, which are fixed in terms of number of dollars to be received or 
paid. The gam is calculated by measuring the increase in purchasing power for the 
year attributable to general inflation, having taken into account net balances of 
monetary liabilities at the beginning and end of the year and transactions for the 
year This is not a realized gain and does not represent funds available for 
dividends and capital. 
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Note 19 Losses adjusted for general inflation and specific prices do not include any effect for 

Supplementary the accumulated excess of constant dollar and current cost property, plant and 

Financial Information equipment over historical cost, or the gain from decline in purchasing power of net 
Adjusted for monetary liabilities Therefore, net losses adjusted for general inflation and specific 

Changing Prices prices reflect the penalty for inflated depreciation, inventory cost and losses on sale 

(Unaudited), of property without the benefit from either the inflated value of assets or the 

Continued increasing value of net monetary liabilities. 


The statement of consolidated earnings adjusted for changing prices for the year 
ended July 31, 1981 follows 


As Included in 

Adjusted for 

Adjusted for Changes 

In Average 1981 Dollars the Primary 

General 

in Specific Prices 

In Thousands Statements 

Inflation 

(Current Costs) 

Net sales 

$662,490 

$662,490 

$662,490 

Cost of goods sold 

439,853 

453,150 

440,915 

Depreciation and amortization 

10,162 

16,602 

14,326 

Other operating expenses 

170,802 

170,802 

170,802 

Interest expense 

13,431 

13,431 

13,431 

Other income (expense) 

(1,116) 

(1,116) 

(1,116) 

Loss on sale of properties 

1,028 

4,368 

3,292 

Operating income: 




Ongoing operations 

26,098 

3,021 

18,608 

Pretax earnings 

26,098 

3,021 

18,608 

Income taxes 

13,350 

13,350 

13,350 

Earnings (loss) before 
discontinued operations 
Extraordinary credit— 

12,748 

(10,329) 

5,258 

U S. Federal income tax— 
continuing operations 

7,485 

7,485 

7,485 

After-tax earnings— 




continuing operations 

$ 20,233 

$ (2,844) 

$ 12,743 

Other Information 

Purchasing power gain from holding net 



monetary liabilities during the year 


$15,408 

$15,408 

Increase in specific prices (current 




costs) of inventories and property, 
plant and equipment held during 
the year 



$21,491 

Less effect of increase in general 




price level (constant dollar) 



25,823 

Decrease in current costs over increase 



in the constant dollar level 



$ (4,332) 
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1981 


Notes to Consolidated 
Financial Statements 


Note 19 The information included in the five-year comparison of selected supplementary 

Supplementary financial data adjusted for the effects of general inflation is expressed in average 

Financial Information 1981 constant dollars. As required, net sales and market price per common share at 
Adjusted for year-end, are restated for each of the five years shown, with earnings (loss) before 

Changing Prices discontinued operations and the gain in purchasing power of net amounts owed 

(Unaudited), being restated only for the years 1981 and 1980. Net assets at year-end is a 

Continued restatement of stockholders’ equity as reported in the primary financial statements, 

adjusted to reflect the excess of the constant dollar and current cost amounts for 
inventory and property, plant and equipment over the respective historical/nominal 
dollar amounts. 


The five-year comparison of selected supplementary financial data adjusted for the 
effects of changing prices for the years ended July 31 follows: 


In Average 1981 Dollars 

-9981 

1980 

1979 

1978 

1977 

Net sales 

$662,490 

$720,002 

$1,254,605 

$1,453,032 

$1,501,977 

Historical Cost Information 

Adjusted for General Inflation: 

Loss before discontinued operations 
Per share data—primary 

Net assets at year-end 

(10,329) 

(1.06) 

140,802 

(22,792) 

(2.08) 

131,373 




Current Cost Information: 

Earnings (Loss) before discontinued 
operations 

Per share data—primary 

Decrease in specific prices 
of inventories and properties 
over increase in the general 
price level 

Net assets at year-end 

5,258 

.16 

(4,332) 

134,756 

(3,759) 

(.58) 

(170) 

122,495 




Other Information: 

Purchasing power gain from 
holding net monetary liabilities 
during the year 

Market price per common share 
at year-end 

Average consumer price index 

15,406 

$ 9.62 
261.7* 

27,568 

$ 4.09 
235.1 

$ 5.23 
207.1 

$ 7.98 
188.8 

$ 5.99 

176.8 


All figures are in thousands except amounts per share and price index. 
‘Estimated Average 
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1981 


Business Segment 
Information 


Sales to Unaffiliated 

In Thousands 

1931 

1980 

1979 

1978 

1977 

Customers: 

Footwear: 

U.S.A 

Shoes and hosiery 

Raw materials 

Canada 

$342,131 

51,417 

90,035 

$326,903 

41,458 

82,592 

$338,322 

42,545 

75,540 

$346,641 

35,800 

63,970 

$312,929 

36,367 

61,205 


Total footwear 

483,583 

450,953 

456,407 

446,411 

410,501 


Men’s apparel: 

Tailored clothing 

Jeans and slacks 

128,495 

49,143 

119,421 

64,857 

110,238 

73,092 

107,164 

80,245 

93,109 

71,203 


Total men’s apparel 

177,638 

184,278 

183,330 

187,409 

164,312 


Total ongoing operations 

Divested operations 

661,221 
1,269 

635,231 

2,464 

639,737 

22,748 

633,820 

28,376 

574,813 

28,220 


Totals 

$662,490 

$637,695 

$662,485 

$662,196 

$603,033 








Pretax Earnings 
(loss): 

Footwear: 

U.S.A. 

Canada 

$ 27,689 
9,681 

$ 15,039 
9,634 

$ 14,355 
9,365 

$ 24,114 
6,844 

$ 14,759 
4,198 


Total footwear 

37,370 

24,673 

23,720 

30,958 

18,957 


Men’s apparel 

Interest expense 

Corporate expenses 

13,436 

(13,431) 

(11,277) 

10,179 

(15,295) 

(8,377) 

9,726 

(16,812) 

(8,793) 

11,490 

(12,041) 

(9,769) 

5,717 

(7,250) 

(13,227) 


Total ongoing operations 

Divested operations 

Provision for divestments 

26,098 

—0— 

11,180 

(501) 

-0- 

7,841 

(2,113) 

(5,250) 

20,638 

(2,200) 

-0- 

4,197 

(1,984) 

-0- 


Totals 

$ 26,098 

$ 10,679 

$ 478 

$ 18,438 

$ 2,213 


Figures for 1977-1980 have been reclassified for divested operations. 
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1981 


Selected Financial Data 



1981 

1980 

1979 

1978 

1977 

Net sales 

$662,490 

$637,695 

$662,485 

$662,196 

$603,033 

Earnings (loss) before 
discontinued operations 
and extraordinary credit 

12,748 

5,200 

(6,442) 

8,390 

(83,520) 

Per share 

.75 

16 

(79) 

38 

(6.95) 

Total assets 

379,649 

413,942 

454,944 

581,157 

627,982 

Long-term obligations 

Long-term debt 

126,242 

143,900 

162,456 

164,427 

177,827 

Subordinated commitment to 
foreign finance subsidiary 

11,500 

12,200 

12,383 

12,383 

12,383 

Capitalized lease obligations 

21,183 

34,033 

41,998 

82,563 

95,372 

Redeemable preferred stock 

39,256 

39,324 

45,345 

45,007 

44,659 


All figures are in thousands except amounts per share 
No dividends were declared on the Company's common stock. 


1981 Securities Information— 

Common Stock 
(New York Stock Exchange) 



1st Quarter 

2nd Quarter 

3rd Quarter 

4th Quarter 


High 

Low 

High 

Low 

High 

Low 

High Low 

1981 

5Vz 

3% 

6% 

4% 

7% 

5'h 

11 ’/a 6% 

1980 

5Va 

3% 

4'A 

3% 

4'A 

2% 

4 2% 


Approximate number of stockholders of record 27.000 
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Genesco 

Board of Directors 


Neison C. Andrews 

President 

Brookside Properties, Inc 
(Real Estate Investor & Developer) 
Nashville, Tennessee 

Sidney Davidson 

Arthur Young Professor of 
Accounting 

Graduate School of Business 
University of Chicago 
Chicago, Illinois 

John Diebold 

Chairman and President 
The Diebold Group, Inc 
(Management Consultants) 

New York. New York 

Harry D. Garber 

Executive Vice President 
Equitable Life Assurance 
Society of the United States 
New York, New York 

John L. Hanigan 

Chairman 
Genesco Inc 

Richard W. Hanseiman 

President 
Genesco Inc 

Haroid K. Johnson 

General. U S Army 
Retired 

Washington, D C 

Edwin H. Rayson 

Partner—Kramer, 

Johnson, Rayson. 

McVeigh & Leake 
(Attorneys) 

Knoxville, Tennessee 


Committees of the 
Board of Directors 

Executive 

John L Hanigan, Chairman 
Richard W Hanseiman 
Edwin H Rayson 
David K Wilson 

Audit 

Harold K Johnson, Chairman 

Sidney Davids on 

Allen M Steele 

Toby S Wilt 

Compensation 

Edward E. Watson, Chairman 

Nelson C Andrews 

John Diebold 

Harold K. Johnson 


Pierre A. Rinfret 

President 

Rinfret Associates. Inc 
(Economic Consultants) 

New York, New York 

Kenneth L. Roberts 

Chairman and Chief Executive Officer 
First American Corporation and 
First American Bank of Nashville. N A 
Nashville. Tennessee 

Allen M. Steele 

Chairman of the Board 
Life & Casualty Insurance 
Company of Tennessee 
Nashville, Tennessee 

Edward E. Watson 

Corporate Director 
Retired Chairman and 
Chief Executive Officer 
The Boston Store, and 
Vice President, Federated 
Department Stores 
Milwaukee, Wisconsin 

David K. Wilson 

President, Cherokee 
Equity Corporation 
Nashville. Tennessee 

Toby S. Wilt 

President, 

Hillsboro Enterprises. Inc 
(Investment Holding Co ) 

Nashville Tennessee 


Nominating 

David K Wilson, Chairman 
Edwin H Rayson 
Edward E Watson 
Pension and Benefits 
Pierre A. Rinfret, Chairman 
Harry D. Garber 
Kenneth L. Roberts 
Allen M. Steele 

Director Emeritus 

William M. Biackie 
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Genesco Officers 


Chairman 

John L. Hanigan 

President 

Richard W. Hanseiman 

Executive Vice President 

General Manager—Men's Apparel 

Larry B. Shelton 

Vice President—General Counsel 

Thomas B. Clark 

Vice President—General Manager 

Footwear Retailing and Canadian Operations 

Dan W. Gregory 

Vice President—Acquisitions and Divestments 

Leonard K. Guiler 

Vice President—Human Resources 

Don R. Martin 


Vice President—General Manager 
Footwear Marketing and Manufacturing 

Charles F. Milner, Jr. 

Vice President and 
Chief Accounting Officer 

Jimmie D. White 

Vice President—Finance 

William S. Wire II 

Secretary 

William C. O’Connor 

Treasurer 

James S. Gulmi 
Assistant Secretary 

Charles E. Bain 


Corporate Office 

Genesco Park 
Nashville, Tennessee 37202 
615 367-7000 

Cable Address 

GENCORP Nashville 

Telex Number 

Nashville, Tennessee 55 4405 

Transfer Agent and Registrar 

Common and Preferred Stock 
Morgan Guaranty Trust Company 
New York, New York 10004 

Independent Accountants 

Price Waterhouse & Co. 

First American Center 
Nashville, Tennessee 37238 


Corporate Information 

Annual Stockholders Meeting 

Monday, December 7, 1981 

Form 10K 

Each year Genesco files with the Securities and 
Exchange Commission a Form 10-K report which 
contains more detailed information If you 
would like to receive a copy, please send your 
request to 

Manager, Corporate Information Services 
Genesco Inc. 

Genesco Park Room 478 
Nashville, TN 37202 

New York Stock Exchange Symbol 

GCO 
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